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NATURAL RESERVES GROUP, INC., 
Plaintiff 


v. 
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§ 


BAKER HUGHES, INCORPORATED; BAKER 
SERVICE TOOLS, a Division of BAKER 
HUGHES PRODUCTION TOOLS, INC. n/k/a 
BAKER HUGHES OILFIELD OPERATIONS, 
INC.; BAKER SAND CONTROL, a Division ' 
of BAKER HUGHES OILFIELD OPERATIONS, 
INC.; EASTMAN CHRISTENSEN DRILLING ' 
SYSTEMS which changed its name to EASTMAN 
TELECO COMPANY which merged with HUGHES § 
CHRISTENSEN COMPANY which merged with § 
BAKER HUGHES MINING TOOLS, INC. § 
n/k/a BAKER HUGHES DRILLING § 
TECHNOLOGIES, INC. which merged with BAKERS 
HUGHES PRODUCTION TOOLS, INC. n/k/a § 
BAKER HUGHES OILFIELD OPERATIONS, INC.;§ 
BAKER OIL TOOLS, INC. n/k/a BAKER HUGHES § 
OILFIELD OPERATIONS, INC.; EASTMAN § 
TELECO COMPANY which merged with HUGHES § 


CHRISTENSEN COMPANY which merged with 
BAKER HUGHES MINING TOOLS, INC. n/k/a 
BAKER HUGHES DRILLING TECHNOLOGIES, 
INC. which merged with BAKER HUGHES 
PRODUCTION TOOLS, INC. n/k/a BAKER 
HUGHES OILFIELD OPERATIONS, INC.; 
TRI-STATE OIL TOOLS, INC.; and MILCHEM, 
INC. d/b/a MILPARK DRILLING FLUIDS, 

Defendants. 
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IN THE DISTRICT COURT OF 
«2 j~ 


- - ' » 
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HARRIS COUNTY, TEXAS 


333RD JUDICIAL DISTRICT 


PLAINTIFF'S FTKST AMENDED QRIGINAT, PFTTTTON 
Plaintiff Natural Reserves Group, Inc. ("NRG"), complaining of Baker Hughes, 
Incorporated; Baker Service Tools, a division of Baker Hughes Production Tools, Inc. n/k/a 
Baker Hughes Oilfield Operations, Inc.; Baker Sand Control, a division of Baker Hughes Oilfield 
Operations, Inc.; Eastman Christensen Drilling Systems which changed its name to Eastman 


Teleco Company which merged with Hughes Christensen Company which merged with Baker 
Hughes Mining Tools, Inc. n/k/a Baker Hughes Drilling Technologies, Inc. which merged with 
Baker Hughes Production Tools, Inc. n/k/a Baker Hughes Oilfield Operations, Inc.; Baker Oil 
Tools, Inc. n/k/a Baker Hughes Oilfield Operations, Inc.; Eastman Teleco Company which 
merged with Hughes Christensen Company which merged with Baker Hughes Mining Tools, 
Inc. n/k/a Baker Hughes Drilling Technologies, Inc. which merged with Baker Hughes 
Production Tools, Inc. n/k/a Baker Hughes Oilfield Operations, Inc.; Tri-State Oil Tools, Inc.; 
and Milchem, Inc. d/b/a Milpark Drilling Fluids (sometimes collectively referred to as the 
"Baker Hughes defendants" ), files its first amended original petition as follows: 

The Parties 

1 . Plaintiff NRG is a corporation organized under the laws of the State of Texas, having 
its principal place of business at Five Post Oak Park, Suite 1600, Houston, Texas 77027. 

2. Defendant Baker Hughes, Incorporated is a corporation under the laws of the State of 
Delaware, having a principal place of business at 3900 Essex Lane, Suite 1200, Houston, Texas 
77027. Baker Hughes, Incorporated has filed an answer in this case and may be served through 
its attorney of record. 

3. Defendant Baker Service Tools is a division of Baker Hughes Production Tools, Inc., 
n/k/a Baker Hughes Oilfield Operations, Inc. Baker Hughes Oilfield Operations, Inc. is a 
corporation under the laws of the State of California, having a principal place of business at 
3900 Essex Lane, Suite 1200, Houston, Texas 77027. Baker Hughes Oilfield Operations, Inc. 
has filed an answer in this case and may be served through its attorney of record. 

4. Defendant Baker Sand Control is a division of Baker Hughes Oilfield Operations, Inc. 
Baker Hughes Oilfield Operations, Inc. is a corporation under the laws of the State of California, 


having a principal place of business at 3900 Essex Lane, Suite 1200, Houston, Texas 77027. 
Baker Hughes Oilfield Operations, Inc. has filed an answer in this case and may be served 
through its attorney of record. 

.5.. Defendant Eastman Christensen Drilling Systems changed its name to Eastman 
Teleco Company which merged with Hughes Christensen Company which merged with Baker 
Hughes Mining Tools, Inc. n/k/a Baker Hughes Drilling Technologies, Inc. which merged with 
Baker Hughes Production Tools, Inc. n/k/a Baker Hughes Oilfield Operations, Inc. Baker Hughes 
Oilfield Operations, Inc. is a corporation under the laws of the State of California, having a 
principal place of business at 3900 Essex Lane, Suite 1200, Houston, Texas 77027. Baker 
Hughes Oilfield Operations, Inc. can be served with process herein by serving C.T. Corp. 
Systems, 811 Dallas Avenue, Houston, Texas 77002. 

6. Defendant Baker Oil Tools, Inc. n/k/a Baker Hughes Oilfield Operations, Inc. is a 
corporation under the laws of the State of California, having a principal place of business at 3900 
Essex Lane, Suite 1200, Houston, Texas. Baker Hughes Oilfield Operations, Inc. has filed an 
answer in this case and may be served through its attorney of record. 

7. Defendant Eastman Teleco Company merged with Hughes Christensen Company 
which merged with Baker Hughes Mining Tools, Inc. n/k/a Baker Hughes Drilling Technologies, 
Inc. which merged with Baker Hughes Production Tools, Inc. n/k/a Baker Hughes Oilfield 
Operations, Inc. Baker Hughes Oilfield Operations, Inc. is a corporation under the laws of the 
State of California, having a principal place of business at 3900 Essex Lane, Suite 1200, 
Houston, Texas 77027. Baker Hughes Oilfield Operations, Inc. has filed an answer in this case 
and may be served through its attorney of record. 


8. Defendant Tri-State Oil Tools, Inc. is a corporation under the laws of the State of 
California, having a principal place of business at 363 North Sam Houston Parkway East, No 
1900, Houston, Texas 77060. Tri-State Oil Tools, Inc. has filed an answer in this case and may 
be served through its attorney of record. 

9. Defendant Milchem, Inc. d/b/a Milpark Drilling Fluids is a corporation under the laws 
of the State of Delaware, having a principal place of business at 3900 Essex Lane, Suite 1200, 
Houston, Texas 77027. Milchem, Inc. has filed an answer in this case and may be served 
through its attorney of record. 

Jurisdiction and Venue 

10. This Court has jurisdiction in this cause because the damages suffered by NRG are in 
excess of the minimum jurisdictional requirements of this Court. 

11. Venue is proper in Harris County, Texas because a substantial part of the cause of 
action accrued in this county. 

Background Facts 

12. In 1991, NRG developed certain technology, including concepts, techniques and 
methods, relating to completing horizontal wells, which technology was proprietary and 
confidential to NRG C'NRG's Proprietary Information"). NRG's Proprietary Information is a 
valuable business asset giving those who use it a competitive advantage. Recognizing the value 
of NRG's Proprietary Information, NRG has at all times relevant to this suit taken reasonable 
precautions to maintain its confidentiality. 

13. In November 1991, NRG approached one of the Baker Hughes defendants for the 
purpose of having the Baker Hughes defendants assist NRG in evaluating the feasibility, 
uniqueness, novelty and patentability of NRG's Proprietary Information. Taking reasonable 


precautions to protect NRG's Proprietary Information, NRG discussed the general concepts of 
completing multi-lateral or horizontal wells from a vertical well while providing the juncture 
between the lateral wells and the vertical well. NRG told the Baker Hughes defendants it had 
developed some potentially patentable techniques and wanted to present them with information 
concerning its inventions but would only do so if the Baker Hughes defendants executed a 
confidentiality agreement. NRG also wanted to learn from the Baker Hughes defendants whether 
they had developed similar technology. 

14. On December 3, 1991, NRG presented a draft confidentiality agreement to the Baker 
Hughes defendants. In response, the Baker Hughes, defendants insisted that a document drafted 
by them, entitled "Agreement for the Exchange of Proprietary Information (the "Confidentiality 
Agreement"), be executed. The stated consideration for the Confidentiality Agreement was "the 
disclosure to each party of the confidential and proprietary information of the other party." NRG 
was willing to enter into the Baker Hughes Confidentiality Agreement and disclose NRG's 
Proprietary Information to the Baker Hughes defendants to further the purposes set forth in % 17 
of this First Amended Petition.. 

15. On December 13, 1991, the first of the Baker Hughes defendants executed the 
Confidentiality Agreement. Although a total of four identical Confidentiality Agreements were 
executed by different Baker Hughes defendants, NRG was advised by the Baker Hughes 
defendants that the execution of any one of the Confidentiality Agreements obligated all of the 
Baker Hughes defendants to the terms and conditions stated in the Confidentiality Agreement. 
None of NRG's Proprietary Information was disclosed to the Baker Hughes defendants prior to 
the execution of a Confidentiality Agreement on December 13, 1991. 


16. The Confidentiality Agreements, attached hereto as Group Exhibit "A" and 
incorporated herein, provide in pertinent part: 

3. The Receiving Party [the Baker Hughes defendants] hereby 
covenants and agrees that it will not knowingly (either directly or 
indirectly) reveal or disclose Propriety Information or the fact that the 
parties have entered into this Agreement, to any other person, partnership, 
association, or corporation and shall treat all such Proprietary Information 
received from the Disclosing Party [NRG] as a trade secret proprietary in 
nature to the Disclosing Party and will safeguard the secrecy of 
Proprietary Information by following the same procedures used in 
safeguarding its own valuable confidential information and trade secrets. 

4. The Receiving Party covenants and agrees not to use, sell, lease, 
license or otherwise commercially use Proprietary Information or 
distribute information regarding the relationship of the parties, either 
directly or indirectly, unless express, prior authorization in writing is 
obtained from an officer of the Disclosing Party. 

17. The purpose of the disclosures by NRG to the Baker Hughes defendants subject to the 
Confidentiality Agreements was to further the relationship in which the Baker Hughes 
defendants would evaluate the feasibility, uniqueness, novelty and patentability of NRG's 
Proprietary Information, join NRG in patenting NRG's inventions, and utilize NRG's Proprietary 
Information in the marketing and application of NRG's novel techniques for the drilling and 
completion of horizontal wells, in a manner not previously utilized by the Baker Hughes 
defendants. 

18. In the approximately 15 meetings that subsequently occurred between NRG and the 
Baker Hughes defendants, which were attended by a total of approximately 26 Baker Hughes 
employees, the Baker Hughes defendants were very impressed with the novelty, as well as the 
potential commercial viability, of NRG's Proprietary Information. During the course of these 
meetings, the Baker Hughes defendants continually reaffirmed their interest in assisting NRG in 
patenting, implementation and marketing of NRG's Proprietary Information. Further, the Baker 
Hughes defendants continued to assure NRG that NRG's Proprietary Information was feasible, 
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unique, novel and patentable. The Baker Hughes defendants also represented that neither they, 
nor anyone else to their knowledge, were developing technology or process similar to NRG's 
Proprietary Information. The Baker Hughes defendants also represented that they could improve 
certain aspects of NRG's Proprietary Information to the mutual benefit of NRG and the Baker 
Hughes defendants. 

19. Throughout the course of these meetings, NRG fully shared and disclosed NRG's 
Proprietary Information; with respect to their alleged concepts for MLC technology the Baker 
Hughes defendants disclosed nothing. 

20. Further, the Baker Hughes defendants intentionally failed to disclose throughout the 
course of these meetings that their true intention was to misappropriate NRG's Proprietary 
Information and utilize it as their own. 

21. After inducing NRG to share NRG's Proprietary Information with them, the Baker 
Hughes defendants then embarked on a deliberate course of delay in order to gain time to take 
advantage of NRG's Proprietary Information by finalizing and filing their United States patent 
applications, which claimed NRG's Proprietary Information as their own. As part of this delay 
strategy, counsel for the Baker Hughes defendants advised NRG, as a prelude to filing patent 
applications, to have a patent search conducted. Because NRG trusted and relied on the Baker 
Hughes defendants, NRG had a patent search conducted by a person suggested by counsel for the 
Baker Hughes defendants at its own expense and shared the results of the search with the Baker 
Hughes defendants. 

22. For the next several months the Baker Hughes defendants continued to delay and 
blamed their failure to progress with the patenting, implementation and marketing of NRG's 


Proprietary Information on problems related to their decentralized operating structure, and an 
alleged concern about their ability to protect such a process patent against infringement. 

23. In an effort to overcome the apparent inertia of the Baker Hughes defendants, NRG 
filed its own United States patent applications, including one filed on September 10, 1992 
covering NRG's Proprietary Information, which matured into United States Patent 
No. 5,301,760. At this time NRG did not know that the Baker Hughes defendants had violated 
the terms of the Confidentiality Agreements, had blatantly misappropriated NRG's Proprietary 
Information, and had filed a patent application on August 7, 1992 which claimed NRG's 
Proprietary Information. 

24. After filing the United States patent application, the Baker Hughes defendants 
continued to mislead NRG. In fact, on September 3, 1992, in a meeting with NRG, the Baker 
Hughes defendants apologized for their lack of response to NRG's proposal to work together to 
prosecute NRG's patent applications and professed a continuing interest in the proposal. 

25. Subsequently, Baker Hughes filed a foreign patent application corresponding to the 
United States patent application Baker Hughes filed on August 7, 1992. 

26. Later, NRG was granted a United States patent based on certain NRG Proprietary 
Information. Unbeknownst to NRG, however, the Baker Hughes defendants were also awarded at 
least one United States patent which claimed the same NRG Proprietary Information. 

27. Between September 1992 and February 1995, there were no substantive 
communications between NRG and the Baker Hughes defendants. Suddenly, on February 10, 
1995, Carl Rowold, Chief Patent Counsel for the Baker Hughes defendants, called NRG and 
asked whether NRG would be interested in either licensing or assigning NRG's patented 
technology to Baker Hughes Incorporated. 
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28. On February 13, 1995, Rowold and Frank Richardson of the Baker Hughes 
defendants met with NRG. At the meeting, Rowold asked whether NRG had done anything with 
NRG's patents. Rowold also told NRG that Baker Hughes Incorporated wanted either to obtain 
an exclusive license or wanted to buy NRG's patents, Richardson said that the Baker Hughes 
defendants knew of no company which was utilizing NRG's patented techniques. Prior to the 
meeting, NRG had received an unsolicited letter from Jerry J. Dunlap, an Oklahoma attorney, 
who also inquired whether NRG would be willing to sell NRG's patents. After the meeting, 
NRG called Dunlap and asked who he represented. Dunlap refused to identify his client. Rowold 
later admitted, however, that Dunlap had made the inquiry on behalf of the Baker Hughes 
defendants. 

29. Over the course of the next several months, the Baker Hughes defendants repeatedly 
encouraged NRG to sell NRG's patents to them, while offering NRG a pittance of their true 
worth. Disappointed with the initial offer the Baker Hughes defendants made during a February 
17, 1995 meeting, NRG decided to "shop the market." 

30. On March 22, 1995, one of the potential licensees that NRG met with told NRG that, 
although it was impressed with the technology embodied in NRG's patents, it was concerned 
because Baker Hughes had been awarded patents which appeared to cover the same technology 
embodied in NRG's patents. This was the first time NRG had any reason to believe NRG's 
Proprietary Information had been misappropriated and improperly used by the Baker Hughes 
defendants. 

31. Not before March 23, 1995 did NRG determined that Baker Hughes had violated the 
terms of the Confidentiality Agreements, had misappropriated NRG's Proprietary Information, 
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and had filed a United States patent application which not only disclosed NRG's Proprietary 
Information, but which also contained claims covering NRG's Proprietary Information. 

32. Before receiving NRG's Proprietary Information, the Baker Hughes defendants had 
never marketed or applied techniques such as included in NRG's Proprietary Information for the 
completion of horizontal wells. It was only through the misappropriation of NRG's Proprietary 
Information that the Baker Hughes defendants were able to quickly develop their "ROOTS" 
System. By breaching the Confidentiality Agreements, by fraudulently misappropriating NRG's 
Proprietary Information and by breaching fiduciary duties owed to NRG, Baker Hughes unjustly 
enriched itself and caused monetary and commercial damage to NRG. 

33. Subsequently, NRG entered into a license agreement with Speny-Sun Drilling, Inc. 
dated November 9, 1995, pursuant to which the technology embodied in NRG's United States 
Patent No. 5,301,760 was licensed to Sperry-Sun. NRG also entered into a license agreement 
with Halliburton Energy Services, Inc. effective October 30, 1995, pursuant to which the 
technology embodied in by NRG's United States Patent Nos. 5,301,760, 5,289,876 and 
5,337,808 was licensed to Halliburton Energy Services, Inc. The value of these licenses has 
been and will continue to be compromised and diminished by the wrongful acts and omissions of 
the Baker Hughes defendants. 

For a First Cause of Action - Breach of Contract 

34. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 set 
forth above. 

35. The Baker Hughes defendants breached the Confidentiality Agreements, by, among 
other things, (1) knowingly disclosing NRG's Proprietary Information, (2) failing to treat NRG's 
Proprietary Information as proprietary in nature, (3) failing to safeguard the secrecy of NRG's 
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Proprietary Information, and (4) using, selling, leasing, licensing or otherwise commercially 
using NRG's Proprietary Information without the express, prior written authorization from NRG. 
Additionally and/or alternatively, the Baker Hughes defendants breached the Confidentiality 
Agreement by failing to timely disclose to NRG their claim that they had independently 
developed similar technology. These breaches of contract by the Baker Hughes defendants were 
a proximate cause of actual damages to NRG. 

36. Based upon the foregoing breaches, NRG has suffered damages in excess of the 
minimum jurisdictional requirements of this Court, for which it is entitled to recover from the 
Baker Hughes defendants. 

For a Second Cause of Action - Attorney's Fees 

37. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 and 
35 set forth above. 

38. Because of the breaches of the Confidentiality Agreements by the Baker Hughes 
defendants, it has become necessary for NRG to retain the undersigned counsel to prosecute this 
action against the Baker Hughes defendants. 

39. Pursuant to Civ, Prac. & Rem. Code Ann §§ 38.001, NRG is entitled to recover 
from the Baker Hughes defendants its reasonable and necessary attorneys' fees incurred herein. 

For a Third Cause of Action — Misappropriation 

40. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 set 
forth above. 

41. The Baker Hughes defendants misappropriated NRG's Proprietary Information. This 
misappropriation by the Baker Hughes defendants was a proximate cause of actual damages to 
NRG. 


42. Based on the Baker Hughes defendants' misappropriation of NRG's Proprietary 
Information, NRG has suffered damages in excess of the minimum jurisdictional requirements of 
this Court, for which it is entitled to recover from the Baker Hughes defendants, jointly and 
severally. 

For a Fourth Cause of Action — Breach of Duties Arising out 
of a Confidential or Fiduciary Relationship 

43. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 set 
forth above. 

44. The Baker Hughes defendants recognized in the Confidentiality Agreements that 
NRG was providing NRG's Proprietary Information in the strictest confidence, and in reliance 
upon the Baker Hughes defendants* express promises to not reveal or disclose NRG's 
Proprietary Information, to treat NRG's Proprietary Information as proprietary in nature to NRG, 
to safeguard the secrecy of NRG's Proprietary Information and not to use, sell, lease, license, or 
otherwise commercially use NRG's Proprietary Information without the express, prior written 
authorization of NRG. Further, the Baker Hughes defendants owed NRG a duty to fully disclose 
whether they had independently developed similar technology. 

45. Both pursuant to the terms and conditions of the Confidentiality Agreements and by 
virtue of the circumstances surrounding the creation and continuation of their relationship, the 
Baker Hughes defendants had a confidential or fiduciary relationship with NRG. The special 
confidence place by NRG in" the Baker Hughes defendants, to which the Baker Hughes 
defendants consented and agreed, created a special relationship of trust and confidence between 
NRG and the Baker Hughes defendants. Consequently, the Baker Hughes defendants owed 
fiduciary duties to NRG. 
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46. The Baker Hughes defendants breached the fiduciary duties which they owed to 
NRG. The breaches of fiduciary duty by the Baker Hughes defendants proximately caused actual 
damages to NRG. 

47. Based on the Baker Hughes defendants' breaches of fiduciary duties, NRG has 
suffered damages in excess of the minimum jurisdictional requirements of this Court, for which 
it is entitled to recover from the Baker Hughes defendants, jointly and severally. 

For a Fifth Cause of Action - Breach of Duty of Good Faith and Fair Dealing 

48. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 set 
forth above. 

49. By virtue of the special relationship of trust and confidence between NRG and the 
Baker Hughes defendants, the Baker Hughes defendants owed to NRG a duty of good faith and 
fair dealing. 

50. The actions and conduct of the Baker Hughes defendants constitute of breaches of 
their duty of good faith and fair dealing owed to NRG. These breaches of the duty of good faith 
and fair dealing by the Baker Hughes defendants were a proximate cause of actual damages to 
NRG. 

51. Based on the Baker Hughes defendants* breaches of their duty of good faith and fair 
dealing owed to NRG, NRG has suffered damages in excess of the minimum jurisdictional 
requirements of this Court, for which it is entitled to recover from the Baker Hughes defendants, 
jointly and severally. 

For the Sixth Cause of Action - Fraud 

52. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 set 
forth above. 
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53. The actions and conduct of the Baker Hughes defendants constitute fraud. The Baker 
Hughes defendants represented that they would not reveal or disclose NRG's Proprietary 
Information, would treat NRG's Proprietary Information as trade secrets proprietary to NRG, 
would safeguard the secrecy of NRG's Proprietary Information and would not use, sell, lease, 
license or commercially use NRG's Proprietary Information without the express, prior written 
authorization of NRG. The Baker Hughes defendants also represented that neither they, nor 
anyone else to their knowledge, were developing technology similar to NRG's Proprietary 
Information. The Baker Hughes defendants also represented that they could improve certain 
aspects of NRG's Proprietary Information for the mutual benefit of NRG and the Baker Hughes 
defendants and would assist NRG in patenting NRG's Proprietary Information. The Baker 
Hughes defendants failed to disclose and concealed that their true intention was to patent NRG's 
Proprietary Information as their own. 

54. The representations and failures to disclose by the Baker Hughes defendants were 
false when made, or were made recklessly without knowledge of their truth, or were expression 
of intention of which the Baker Hughes defendants had special knowledge not shared with NRG, 
or were promises made without the present intention to perform. These representations and 
failures to disclose were made with the intention that NRG would rely upon them, which NRG 
justifiably did. 

55. The Baker Hughes defendants have also defrauded NRG by their conduct. The Baker 
Hughes defendants engaged in an ongoing pattern of affirmative acts and omissions that were 
calculated to and did deceive NRG as to the true intentions of the Baker Hughes defendants. 
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56. Based on the fraud and the fraud by conduct of the Baker Hughes defendants' NRG 
has suffered damages in excess of the minimum jurisdictional requirements of this Court, for 
which it is entitled to recover from the Baker Hughes defendants, jointly and severally. 

For the Seventh Cause of Action ~ Fraudulent Concealment 

57. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 set 
forth above. 

58. The Baker Hughes defendants fraudulently concealed from NRG the fact that they 
had misappropriated NRG's Proprietary Information and had incorporated NRG's Proprietary 
Information in the United States and foreign patent applications which were filed by and 
ultimately awarded to the Baker Hughes defendants. 

59. Based on the fraudulent concealment of the Baker Hughes defendants, NRG has 
suffered damages in excess of the minimum jurisdictional requirements of this Court, for which 
it is entitled to recover from the Baker Hughes defendants, jointly and severally. 

For the Eieht Cause of Action. ~ Uniust Enrichment 

60. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 set 
forth above. 

61. The Baker Hughes defendants were unjustly enriched at the expense of NRG. 

62. Based upon the foregoing, NRG has suffered damages in excess of the minimum 
jurisdictional requirements of this Court, for which it is entitled to recover from the Baker 
Hughes defendants, jointly and severally. Also, NRG is entitled to an order of this Court 
directing the Baker Hughes defendants to assign to NRG all of their rights and interests in United 
States and foreign patents awarded to them which embody NRG's Proprietary Information. 
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For the Ninth Cause n f Action. -- Conspiracy 

63. NRG repeats and realleges the allegations contained in paragraphs 12 through 33 set 
forth above. 

64. The Baker Hughes defendants conspired among themselves to accomplish unlawful 
purposes, or lawful purposes by unlawful means, in relation to NRG's Proprietary Information as 
more fully described above. 

65. Based upon the foregoing conspiracy of the Baker Hughes defendants, NRG has 
suffered damages in excess of the minimum jurisdictional requirements of this Court, for which 
it is entitled to recover from the Baker Hughes defendants, jointly and severally. 

For a Tenth Cause o f Action - Punitive Damag es 

66. NRG repeats and realleges the allegations contained in 12 through 33, 41, 44 through 
46, 49, 50, 53 through 55, 58, 61 and 64 set forth above. 

67. The Baker Hughes defendants acted with such malice, ill will, and spite, and with 
such conscious indifference to NRG's rights and welfare, that the law allows the imposition of 
punitive damages. In this connection, NRG will suffer the loss of time and will incur expenses, 
including attorneys' fees, in prosecuting this action. 

68. Based on the foregoing, NRG is entitled to recover punitive far in excess of the 
jurisdictional limits of this Court, for which it is entitled to recover from the Baker Hughes 
defendants, jointly and severally. 
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Discovery Rule 

69. NRG asserts that the discovery rule should apply to avoid the bar of any applicable 
Statute of Limitations. NRG's claims are inherently undiscoverable and thus the discovery rule 
should apply. Furthermore, NRG did not know of its claims, and could not have discovered its 
claims through the exercise of reasonable diligence, any earlier than within two years from the 
filing of this suit. Accordingly, NRG's claims should not be barred by the statute of limitations. 

WHEREFORE, PREMISES CONSIDERED, plaintiffNRG respectfully prays that: 

1 . the Baker Hughes defendants be cited to appear and answer; 

2. judgment be entered against the Baker Hughes defendants, jointly and 
severally where appropriate, in the amounts of actual and punitive damages to be 
determined by the jury in this case; 

3. judgment be entered against the Baker Hughes defendants directing them to 
assign to NRG all of their rights and interests in the United States and foreign 
patent awarded to them which embody NRG's Proprietary Information. 

4. judgment be entered against the Baker Hughes defendants for NRG's 
reasonable and necessary attorneys' fees; 

5. judgment be entered against the Baker Hughes defendants for prejudgment 
and post-judgment interest at the highest rate allowed by law; and 
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6. judgment be entered awarding NRG such other relief to which it may be 
entitled. 


Respectfully submitted, 
BAYKO GIBSON CARNEGIE HAGAN 


TOM BAYKO / 
TBA No. 01864500 / 
MICHAEL W. FORD 
TBA No. 00797952 
MARTIN P. DETLOFF 
TBA No. 05779000 
Texas Commerce Tower, 50 th Floor 
Houston, Texas 77002-2900 
Telephone: 713-223-0101 
Telecopier: 713-223-0042 

KURT S. MYERS 

LAW OFFICES OF KURT S. MYERS 
7634 Braesdale 
Houston, TX 77071 
Telephone: 713-774-7152 
Telecopier: 713-774-7152 

ATTORNEYS FOR PLAINTIFF 
NATURAL RESERVES GROUP, INC 
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CERTIFICATE OF SERVICE 



VIA HAND DELIVERY 
Glenn A. Ballard, Jr. 
South Tower Pennzoil Place 
71 1 Louisiana St., Suite 2900 
Houston, Texas 77002-2900 

VIA CERTIFIED MAIL, RRR 

David G. Mangum 

C. Kevin Speirs 

201 South Main St., Suite 1800 

P. O. Box 45898 

Salt Lake City, Utah 84145-0898 

VIA HAND DELIVERY 
Jeffrey W. Tayon 
Les Payne 

Conley, Rose & Tayon 
Texas Commerce Tower 
600 Travis, Suite 1850 
Houston, Texas 77002 

VIA HAND DELIVERY 
James B. Lewis 
Matthew J. M. Prebeg 

Glover, Anderson, Chandler & Uzick, L.L.P. 
5599 San Felipe, Suite 1600 
Houston, Texas 77056 



-19- 


GROUP EXHIBIT A 


FROM: NftTURAL reserves grc 


OIL A GAS EXPLORATION 
SERVICES • PROCUREMENT 


TO: 
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FROM^TLRAL RESERVES GRQ- TO: " 7l , M „ . 

713 223 0042 - ,M 21. 1996 l 0:41 pri p.^ 

AGREEMENT FOR THE EXCHANGE OF 
PROPRIETARY INFORMATION 

This Agreement is entered into this day of 19 

.between Eastman Chrislensen Drilling Systems, a Baker Hughes Incorporated company, hav^nTa 
making address of P.O. 670968, Houston, TX 77267-0968, (hereinafter referred to as "ECDS")* and 

G i° UP ' ^ haVing 3 maiUn8 addrCSS ° f Five Post ° ak Pa * Su^c 330, Houston, 
TX 77027, (hereinafter referred to as "NRG"). 

WHEREAS, each parly is interested in disclosing certain of its confidential and proprietary 
information; and . v 7 

&- 

WHEREAS, each party desires to keep secret and proprietary to itself the' content of such 

disclosure; and v 


WHEREAS, each party desires to receive the other party's confidential and proprietary 
information to evaluate the possibility of ECDS providing certain services, equipment,^ materials 
connect™ with the drilling and completion of horizontal drain holes in unconsolidated sands 
and m connection with the drilling and completion of horizontal drain holes with retrievable 
whips tocks. 


WITNF.fffipTlj 


NOW, THEREFORE, for and in consideration of the disclosure to each party of the 
confident*! and proprietary information of the other party, the parties agree as follows: 

1. .The Proprietary Information shall mean, and shall include but not be limited to ideas, 
concepts, development plans for new or improved products or processes, data 
formulae, techniques, designs, sketches, know-how, photographs, plans, drawings, 
specifications, samples, test specimens, reports, customer lists, price lists, findings 
Studies, or inventions 


2. 


studies, or inventions. 

The Disclosing Party shall make disclosure of Proprietary Information in a manner 
permitting the most appropriate and certain communication, i.e., orally, in writing, or 
partly orally and in writing. All confidential documents will be marked as such. Oral 
disclosures of Proprietary Information shall be reduced to writing and marked as 
confidential and provided to the Receiving Party within twenty (20) days of such 
disclosure. The Receiving Party agrees to return all Proprietary Information to the 
Disclosing Party upon demand from the Disclosing Party, v 
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4. The Receiving Party covenants and agrees not to use, sell, lease, license or otherwise 
commercially use Proprietary Information or dutribute information regarding the 
relationship of the parties, either directly or indirectly, unless express, prior 
authorization in writing is obtained from an officer of the Disclosing Party. 


The Receiving Party further covenants and agrees to use its best efforts to prevent the 
i disclosure by any of its employees of any Proprietary Information with whichsuch 
? ^ employees become familiar as a result of the exchange of information under this 
J_ ^ Agreement. 


O 

o 


The Receiving Party hereby covenants and agrees that it will not knowingly (either > 
directly or indirectly) reveal or disclose Proprietary Information or the fact that the 

£aal£S_ 7 hay_e .entered, into., this. Agreement, to any other person, partnership, ? 

association, or corporation and shall treat all such Proprietary Information received J 

from the Disclosing Party as a trade secret proprietary in nature to the Disclosing ^ 

Party and will safeguard the secrecy of Proprietary Information by following the same S 

procedures used in safeguarding its own valuable confidential information and trade ? 

secrets. * 


0 


> 


• 6.| The Receiving Party understands and agrees that the Disclosing Party is entitled, in 
the event of any breach of this Agreement, to obtain a restraining order and/or 
injunction from any competent court of equity to enjoin and restrain the Receiving 
Party and its employees or agents from any disclosure of Proprietary Information of 
. t ^ the Disclosing Party. Such equitable remedies shall be in addition to and not in lieu 
• ; > of any damages to which the Disclosing Parly may be entitled by law. 

' i'^ Nothin * h e r«>nabove contained shall deprive the Receiving Parry of the right to use 
^ or disclose any information: • i 

.' "s. ' I >* s 

x a. which is, at the time of disclosure, known to the trade or the public; C ^) J * I 


b. which becomes at a later date known to the trade or the public through 
no fault of the Receiving Party and then only after said later date; ■'<• • 

c. which Is possessed by the Receiving Party , as evidenced by the Receiving 
^ Party's written records, before receipt thereof from the Disclosing Party; 

/'..,«,. . .. •'S\-ifS rr.rr /••'•• "' /-•'•'- "•• 
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d. 


which is disclosed to the Receiving Party in good faith by a"third party 
who has an independent right to such information; or 

which is developed by the Receiving Party without assistance from the S 
.information received from the Disclosing Party, as evidenced by the ^'"'f. 
Receiving Party's written records. . V 


8. 


Nothing hereinabove contained shall be construed as granting or implying any right ' ^ 
under any Letters Patent or to use any invention covered thereby. Nothing 
hereinabove shall be construed as granting or implying any right or duty to purchase 
any material. The obligations incurred in paragraphs 3, 4 and 5 shall terming five A . . 
years after return of Proprietary Information as provided in paragraph 2. \ £ % „*< ? 

9. This Agreement is entered into in contemplation of, and shall be construed 
accordance with, the Jaws of the State of Texas. 

* H T ^Tt "F***- NRO «- ««* dri. Axemen. ,o be mm b v 

»neir duly authorized officers. wy 

NATURAL RESERVES GROUP, INC 

Nm ' ; uv»4 ^ 

T ' tIe: — Op^raM/^ Mnnncrr _ 

Date: PprpmKor 1A | 1 qq 1 

SfS^.SSP E '^PJF J ^0 SYSTEMS 
^a uaicer Hughes Incorporated Company) 

By: 

(Signature) ■ 


l1t,e: Vice P ^si dant Western Hemisph ere 
Date: December 13, 1991 


(NRO) 
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AGREEMENT FOR THE EXCHANGE OF 
PROPRIETARY INFORMATION 


JamS?y S Agreement is f"tered into this 13 day of 

a^Tl • * ' 19 - ' between Baker Service 

Tools, a division of Baker Hughes Production Tools, Inc., a 

?^f° r C ia f or P°"ti°n' having a mailing address of P.O. Box 
J^«(. H !n5 to "v Te *« 7 7240-oi29 (hereinafter referred to as 
»3SLl: # N »t««l Reserves Group, Inc., having a mailing 

SSI ?H° f i FX ?! P ° St . ° ak Park ' Suite 330 ' Houston, Texal 
77027 (hereinafter referred to as "NRG"). 

WHEREAS , each party is interested in disclosing. captain 
of its confidential and proprietary information; and-' 

WHEREAS, each party desires to keep secret 4- , and 
proprietary to itself the content of such disclosure;, and 

WHEREAS each party desires to receive the other 
party s confidential and proprietary information to evaluate 
the possibility of BST providing certain services 
equipment, or materials in connection with the drilling and 
completion of horizontal drain holes in unconsolidated sands 
and in connection with the drilling and completion of 
horizontal drain holes with retrievable whipstocks. 

NOW, therefore, for and in consideration of the 
disclosure to each party of the confidential and proprietary 

f'Sllw^ 10n ° f ° ther Party ' the P arties a * ree a s 

1. The Proprietary Information shall mean, and shall 
include but not be limited to ideas, concepts, 
development plans for new or improved products or 
ZZ1+ e u BeS ' ^ data .' formulae, techniques, designs, 
sketches, know-how, photographs, plans, drawings, 
specifications, samples, test specimens, reports, 
customer lists, price lists, findings, studies, or 
inventions. 

2. The Disclosing Party shall make disclosure of 
Proprietary Information in a manner permitting the most 
appropriate and certain communication, i.e., orally, in 
writing, or partly orally and in writing. All 
confidential documents will be marked as such. Oral 
disclosures of Proprietary Information shall be reduced 
to writing and marked as confidential and provided to 
the Receiving Party within thirty (30) days of such 
disclosure. The Receiving Party agrees to return all 
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P«y upon 

3 * El^t^M ^«es that it 

reveal or disclose 'priSSfJry^SSiS*. -° r ind i rectl y> 
that the parties have entered ln£ ^hf ? ° r the fact 
any other person, Darln«Y- c i" this A 9 re e»ent, to 
corporation and f rt'ail* Seat Si ass ° ciation < °* 
Information received from tt£ ni ^ SU < Ch Pro Prietary 
trade secret proprietarv ? ^he Disclosing Party as a 
Party and will saffm^H I\. natu « to the Disclosing 
information by foUowina tS e a ^ eCreCy ° f Pro P^^ar? 
safeguarding its ova ^ valuatil tZSZJ' 0 ??*?*?* used in 
and trade secrets. Valuable confidential information 

4 * Sii^?^ aSn^s^oS and a9 - rees not to 

Proprietary ' Information* ir^ZTritu^f^ 
regarding the relational! ll ribute information 

directly^ or indirect P , Ii ^ P arties » «ith« 
authorisation in vritiS is fth ;" W 5 . express, prior 
the Disclosing Parly" 9 obtaine <* «ro« an officer of 

5 * It's 6 agrees to use 

its employees of any pVonr^,^ t i SCl °f Ure b * any o£ 
such eVoyees hVioi'^SiuS ^^Va.u 
exchange of information under this%reement ° f 

*' Slcl^^pfrt^Ts rS^i 30 ^^ 65 that th * 
employees or wSt! froi Ii W R !l?:iY ing Party and its 

K2l3n,^!^ tlM «^f- O^ive the 

information: l9ht to U6e or disclose any 

*' &2 or'th'e' p'XiVr 6 " discl °— • »-» <=o th. 

C " eSiSencsd ^"t^ *««ivi„g Party, .s 

e laenced by the Receiving Party's written 
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Closing Part" reCelpt hereof from the 

2fS l 6 y ^h^ giving Party i„ good 

right to such inSritioni^S? * *" ind «W*r* 

" ^t&.*^^ farty without 

Disclosing Party, a « k*"^ frora «»• 

Party's written records. by tho R «<=eiving 

8- Nothing hereinabove contains P w 

granting or implying any rlVh? unSji 1 bd con *trued *s 
or to use any invention 9 Under anv otters Patent 
hereinabove r^trW^S^ No ^Sg 

any right or duty to SJJSi granting or implying 
obligations incurred tn ^SSSSU^ Waterlal « S! 
terminate . five year* »? 3 g phs 3 ' 4 a ™* 5 shall 
intention ..'priKSi " par./rtpH . ° £ 

9. This Agreement is entered * 

State of Texas. ,,ce w Atn, the laws of the 

Agre e ^ent W irbe S execu?ed F by their "dul^+Z**? CaUSed this 

«y tneir duly authorized officers. 


NATURAL RESERVES GROUP, INC. 

Kam " iffi^r 


Tltle: ■ DnprwM-nnc u*- nzrTL 


BAKEK SERVIC, TOOIS, A MVISIOK OF BAKER 

(A Baker Hughes Incorporated Co»pa ny) 

(Signature) V ' ■ 

Name: W. A. Sheltnn 

UYpe or print) ■ 

TltleS ^g-^esldent - North Mlr , TM||J 
Date: JL 
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AGREEMENT FOR THE EXCHANGE OF 
PROPRIETARY INFORMATION 

This Agreement is entered into this 2^ day of /^. .^ &j 

I'oZl^ ^t'J*" HUehCS --Pany.havrng a .ailing 'addrelst; 

P.O. 61486, Houston. TX 77208-1486. (hereinafter referred to as "BSC); and Natural Resels 
Group, ^ havmg a mailing address of Five Post Oak Park, Suite 33 . Houston, TX 7^27 
(hereinafter referred to as "NRG"). ' 

informal; ^ "* ™ * " ~" h ° f * - 

' disclosu^afd^' ^ ^ dCSifW t0 ^ $CCrCt ^ Pr0prie(ar y t0 itsdf the con «"< of such 

mf orma r? • "'u deS,VeS 10 TeCeiVe ° thcr confidential and proprietary 

connection with the drJling and completion of horizontal drain holes in unconsolidated sands and 
1 connecuon with the drilling and completion of horizontal drain holes with retrievable whipstockT 

WITNFSSpTff 

NOW, THEREFORE, for and in consideration of the disclosure to each party of the 
confident*! and proprietary information of the other party, the parties agree as follows: 

1. The Proprietary Information shall mean, and shall include but not be limited to ideas 
concepts, development plans for new or improved products or processes, data.' 
formulae techniques, designs, sketches, know-how, photographs, plans, drawings, 
speculations, samples, test specimens, reports, customer lists, price lists, findings, 
studies, or inventions, 

2. The Disclosing Party shall make disclosure of Proprietary Information in a manner 
permitting the most appropriate and certain communication. i.e.. orally, in writing, or 
partly orally and in writing. All confidential documents will be marked as such. Oral 
disclosures of Proprietary Information shall be reduced to writing and marked as 
confidential and provided to the Receiving Party within twenty (20) days of such 
.^closure The Receiving Party agrees to return aU Proprietary Information to the 
Disclosing Party upon demand from the Disclosing Party. 
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4. 


5. 


6. 


Tic Receiving Party hereby covenants and agrees that it will not knowing (either 
directly or indirectly) reveal or disclose Proprieta* Information or theXuhl hc 

i>. ... i .„ , 3 UM ' secrel Proprietary in nature to ihc Discloses 

JIT IF™* S ° CKCy '"""l'"* Wbnwta, by fo.iowing ,L s lf 
procures used in safeguarding te own valuable ^ J ormau - 

^,1^ PaI » ™ U Md a « rMS " ot 10 »~» or otherwise 

authorization ,„ writing is obtained from an officer of the Disclosing Par" ' 

"The Receiving Parry further covenants and agrees .o use its best efforts ,o prevent the 
d«dosure by any of its employees of any Proprietary Information with wh ic 1 
e^oyees become familiar as a resu,, of ,he change of information Ji* 

•The Receiving Party understands and agrees that the Disclosing Party is entitled in 
the event of any breach of this Agreement, to obtain a rJ^or^Z 

Party and ts employees or agents from any disclosure of Proprieta^ Information or 
he ascostng Party Such equitable remedies sha!l be in addition to and no in hi 
of any damages to which the Disclosing Party may be entitled by law. 


a. 


which is, at the time of disclosure, known to the trade or the public; 


b. ^ becomes at « later date known to the trade or the public through 
no fault of the Receiving Party and then only after said later date; 


c 
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d. which is disclosed to the Receiving Party in good faith by a third party 
who has an independent right to such information; or 

e. which is developed by the Receiving Party without assistance from the 
information received from the Disclosing Party, as evidenced by the 
Receiving Party's written records. 

Nothing hereinabove contained shall be construed as granting or implying any right 
under any Inters Patent or to use any invention covered thereby. Nothing 
heremabove shaJI be construed as granting or implying any right or duty to purchase 
any material. The obligations incurred in paragraphs 3, 4 and 5 shall terminate five 
years after return of Proprietary Information as provided in paragraph 2. 

This Agreement is entered into in contemplation of, and shall be construed in 
accordance with, the laws of the State of Texas. 


IN WITNESS WHEREOF. NRG and BSC have cau«d this Agrwmen, to be 
«hc«r duly authorized officers. 


executed by 


NATURAL RE^RVES GROUP, JNC. 

By: „ (/^ ^h 

t.aignattfrfe)' y * — " 

Name: MlQ^ & 

llypeorpnnt) — ' 

Title: &&t. IrtW/leb'tfj^ 

Date: /~?f-f<L- 


BAKER SAND CONTROL 

(A Baker Hughes Incorporated Company) 

By: \Mtv?J ^s/l/jnr^A; - 


tlgnai 


itlire; 


Namel JOSEPH f. DONOVAN 

Uypeorpnnt) ~ 

Xit,C; VJee President, Research * m.^^ 
1,ate - January 23. 1992 

(NRG) 


mi, 
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AGREEMENT FOR THE EXCHANGE OF 
PROPRIETARY INFORMATION 

This Agreement is entered into this day of C£ nutt ~ 19 9"? 

rnZl^Z SCIViCe TOO,S ' 3 HU£hM grated 0 0^, having a mailing addre^f 
P.Q. 40 29, Houston, TX 77240-3596, (hereinafter referred to as -EST); and Natural Resell 
Group, inc.. havmg a mailing address of Five Post Oak Parle, Suite 330, Houston, TX 77027 
(hereinafterreferredtoas"NRG"). 

WHEREAS, each parly desires .o receive (he mher parly's confidemial and proorietarv 
'" f °™»°»'"va.ua,.,hepossibm,yofB^^ 

connection wiih the drilling and completion of hernia! drain ho.es in unconso a, d ^ s and 
. connecuon wl b the drilling and completion of horizontal drain ho.es wi,h relrievable whfcstoc* 

WITNP5f;p TH 

conf/H N ,T' ™ EREFORE - h ' «* « consideration of ihe disclosure ,o each party of ,he 
conf,den,,aUnd P ro P r,e,aryinfor m a,io»ofU,eo,h«rparly..hepar,i«agreeasfol.owsf 

1. The Proprietary Information shall mean, and shall include but not be limited to ideas, 
concepts, development „l»s for new or improved products or processes, data, 

^ Ske "* eS - know - how - Photographs, plans, drawings. 

^eafica.,ons. samples, tes, specimens, reports, customer lists, price lists, finding* 
studies, or inventions. 6 


2. 


"T e * Sha " malle iiSd0SaTe 01 Information in a manner 

permmmg the most appropriate and certain communication, i.e, orally, in writim. or 
part y orally and In writing. All confident.-., documents wil. be mar J '"Z oZ 

^ZZ jr Ptl T, Sha " b ° " dUCed '° Wri,fa « «- ■«*»- - 

oisdosure Z Z p ™ °f such 

Dhtosint P^v T 8 '? ^ 10 retUm a " "*»»•*» to me 

unclosing Party upon demand from the Disclosing Party. 
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* ''"■J' h ercby covenants and agree* that i. will not knowingly (either 

d.reCy or tndtrectly) reve* or disdose Proprietary Information or ,he fa« thatte 

CLoT """^ ' hiS A8r " mem ' *° "» 0,h " PCrS0 "' 

«ssoe auor, o corporate and shall treat ,11 such Propriety Information reeved 

from the D,sdos,ng Party as a trade secret proprietary in nature to the Disdosing 

Party and wtll safeguard the secrecy of Proprietary Information by following ,he same 

procedures used ,„ safeguarding its own valuable confidential information and trade 


The Recemng Party covenants and agrees not to use. sell, lease. Jicensc or othetwise 
cornmerctauy use Propnetary Information or distribute information regarding 0.0 
efcttonshtp of the parties, ,„her diredy or indirect unless express, prior 
trothonzatton m wm.ng , s obtained from an officer of the Disclosing Party. 

The Receiving Party further covenants and agrees to use its best effort, to prevent the 
disclosure by any of its employees of any Propriety Information with which such 
employees become familiar as a result of the exchange of information under this 

Agreement. 

The R CC eiW n g Party understands and agrees that ,he Disclosing Party is entitled, in 
the event of any breach of this Agreement, to obtain a restraining order and)or 
jnjuncnon from any competent court of equity to enjoin and restrain the Receiving 
Parry and its employees or agents from any disclosure of Proprietary Information of 
the Dtsclosmg Party. Such equitable remedies shall be in addition to and not in lieu 
of any damages to which the Disclosing Party may be entitled by law. 

Nothing hereinabove contained shall deprive the Receiving Party of the right to use 
or disclose any information: 


a. 


which is, at the time of disclosure, known to the trade or the public; 


b. which becomes at a later date known to the trade or the public through 
no fault of the Receiving Party and then only after said later date; 

c which is possessed by the Receiving Party , as evidenced by the Receiving 
Party s written records, before receipt thereof from the Disclosing Party; 
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d. which is disclosed to the Rece/vina P art , • 

8. Nothin* hereinabove contained shall be comtn,.H . 

-nder a„ y Le lttIS Palem „ „ * N*N any *h, 

IN WITNESS WHEREOF NRG and rot k 
*eir duly authorized office^ haVe CaU " d lWs Agreement lo be executed by 



(iype or print) — =*- 

Til,e: - /^-^^ 
Date: /~ ?</' 


service tools 

Baker ^e S/ ^opo«ted Company) 

By: 



14 


(N'RC) 


